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Fiscal Review Committee Staff 

FRC Economic Outlook 

 Moderate growth in personal consumption ranging 

between 2.0% and 3.0% 

 Retail sales grow 2.5% to 3.5% per year 

 Vehicle Sales slow slightly to more sustainable 

growth rate (down from 9.0% to 6.5%) 

 Housing continues moderate recovery 

 Employment continues a slow recovery 

 2013 Unemployment Rate:  7.1% 

 2014 Unemployment Rate:  6.5% 

 2015 Unemployment Rate:  6.0% 
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Fiscal Review Committee Staff 

FRC Economic Outlook 

 Fed may begin tapering $85B-a-month bond buying 

program in early-2014, but likely continue program at 

lower buying levels for sometime thereafter 

 Money Supply continues to grow 

 Inflation between 2.0% and 3.5% 

 Fed keeps short-term rates close to zero 

 Until Unemployment < 6.0% 

 Congress continues raising debt ceiling (January 

2014 and beyond) 

 Federal budget deficit continues  

 $680 billion/year 
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Fiscal Review Committee Staff 

FRC Economic Outlook 

 National debt will continue to grow 

 National debt ≈ 100% of GDP 

 Continued political uncertainty from Congress 

regarding healthcare, budget deficit, national debt, 

will continue to impact business and consumers 

 Result: a continued economic recovery that remains 

sluggish  

 2013 GDP growth estimate ≈ 2.1% 

 2014 GDP growth estimate ≈ 2.6% 

 2015 GDP growth estimate ≈ 2.9% 
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Fiscal Review Committee Staff 

Real Personal Consumption 
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Fiscal Review Committee Staff 

Retail Sales Growth 
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Fiscal Review Committee Staff 

Vehicle Sales Growth 
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Fiscal Review Committee Staff 

 Housing Starts 
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Fiscal Review Committee Staff 

 Mortgage Rate 

9 



Fiscal Review Committee Staff 

Participation Rate 
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Fiscal Review Committee Staff 

Employment Rate: Age 25-54 
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Fiscal Review Committee Staff 

Duration of Unemployment 
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Fiscal Review Committee Staff 

Consumer Price Index 
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Fiscal Review Committee Staff 

Growth of Money Supply 
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Fiscal Review Committee Staff 

 Growth in GDP 
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Fiscal Review Committee Staff 

Inflation Expectation 
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M2 ≈ + 7.0% 
GDP ≈ + 2.5% 
Inflation Expectation = + 3.0% 



Fiscal Review Committee Staff 

Federal Budget Deficit 

Currently ≈ $680 Billion 
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Fiscal Review Committee Staff 

Total Federal Debt 

End of 2nd Qtr. ≈ $16.7 trillion 
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Fiscal Review Committee Staff 

Federal Debt as Percent of GDP 
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Fiscal Review Committee Staff 

Macroeconomic Outlook - Recap 
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Fiscal Review Committee Staff 

TN Tax Revenue Outlook 

 Translates to moderate tax revenue growth for 

TN in FY13-14 and FY14-15: 

 

 Total Revenue Growth of 2.4% in FY13-14 

 General Fund Growth of 2.3% in FY13-14 

 

 Total Revenue Growth of 2.9% in FY14-15 

 General Fund Growth of 3.1% in FY14-15 
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Fiscal Review Committee Staff 

Key Forecasting Issues 

 What’s going to happen with sales tax collections? 

 Do motor fuel tax collections continue downward trend? 

 What happens with Hall Income Tax collections after a 

year of 26.1% growth in FY12-13? 

 What happens with F&E collections after 22.3% growth in 

FY11-12; 9.1% growth in FY12-13; and now YTD growth of -

11.4% in FY13-14? 

 What happens with inheritance & estate tax collections 

after positive growth of 44.5% in FY11-12; negative growth 

of 31.4% in FY12-13; and with the phase out of the taxes 

beginning with tax year 2013? 

 Do tobacco tax collections continue downward trend? 
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Fiscal Review Committee Staff 

Base Analysis for Sales Tax 
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Fiscal Review Committee Staff 

Fuel Taxes (12 month MS) 
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FY13-14 (YTD): -0.78%  
 
Forecast: +0.15% in FY13-14 
(relative to FY12-13 accrued 
collections) 



Fiscal Review Committee Staff 

Hall Income Tax – April 

$221.4m – April 2013 
$185.2m – FY11-12 
$148.7m – April 2012 

FY13-14 (YTD): -22.02% 
 
Forecast: +7.10% in FY13-14 (relative 
to FY12-13 accrued collections)  
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Fiscal Review Committee Staff 

Franchise and Excise Taxes (12 month MS) 
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FY13-14 (YTD): -11.44% 
 
Forecast: -1.26% in FY13-14 
(relative to FY12-13 accrued 
collections) 



Fiscal Review Committee Staff 

Base Analysis for F&E Taxes 
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Fiscal Review Committee Staff 

Tobacco Tax (12 month MS) 
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FY13-14 (YTD): -4.93% 
 
Forecast: -2.32% in FY13-
14 (relative to FY12-13 
accrued collections) 



Fiscal Review Committee Staff 

Growth Forecasts: FY13-14 & FY14-15 
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*Growth rate forecasts for FY13-14 are relative to FY12-13 accrual collections 



Fiscal Review Committee Staff 

Estimates for FY13-14 & FY14-15 
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Fiscal Review Committee Staff 

FY13-14:  All Funds and General Fund 
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Fiscal Review Committee Staff 

FRC Estimates for FY13-14 Relative to 

Current Budgeted Estimates 
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Fiscal Review Committee Staff 

FY14-15:  All Funds and General Fund 
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